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Every year, thousands of investors flock to Omaha to hear the wisdom of Warren Buffett 
and Charlie Munger. 
For as long as six hours, with only one break for lunch, the two octogenarians take questions from investors, the 
press, and analysts. The focus is the business of Berkshire Hathaway (NYSE: BRK-A, BRK-B), but it’s not the only 
topic they discuss. This year, they talked about Geico, the paint business, Iscar, Berkshire’s size, the future of the 
company, and many more things Berkshire-related. They also weighed in on quantitative easing, tax policy, how to 
succeed in life, problems with the EU, and the importance of equality for women — all the while chomping on fudge, 
eating peanut brittle, and drinking Coca-Cola. 

To cover the event, we sent six analysts to Omaha. This is a compilation of our notes from the six-hour session. It’s not 
an official transcript. But we’ve captured the essence of the event, and we hope you find this a useful, enjoyable read. 

For more coverage, including articles and videos, join us at berkshire.fool.com. 

Fool on!  

Brendan Mathews, Joe Magyer, Michael Olsen, Matt Koppenheffer, Rex Moore, and Scott Phillips

Warren’s Introduction
Good morning. Thanks to those that put out the movie, 
and thanks to those that put out Secret Millionaires Club 
(the cartoon series on financial literacy for children). 
Thanks to the organizer of the event.

On the first slide are earnings that were released yesterday. 
Good quarter, but not as good as it looks, which I’ll explain 
later. Benign quarter in insurance. Our big businesses did 
very well. I can’t remember if we’ve ever had more than $3.8 
billion in earnings.

Insurance operations were helped by the strong dollar. Not 
sure how the change in the dollar affects other business. 
We had a disagreement with Swiss Re about a reinsurance 
contract, which was settled. That netted a $255 million gain 
from settling the agreement, but Swiss Re also recorded a 
gain from settling. Maybe we could have a disagreement 
every quarter and increase earnings. That’s accounting! 
(Laughter from the crowd)

Geico is showing strength in gaining auto policies. Month 
by month, this year, Geico has been gaining more policies 
than last year. Closure rate has improved, and persistence 
rate (renewal) has improved. Each policy is worth $1,500. 
If you add a million policies, that’s $1.5 billion in intrinsic 
value.

People like Geico because it saves them money. You can 
walk out any time that Charlie is talking to the expo center 
and sign up for a policy. It’s in the Berkshire spirit to save 
money at every opportunity.

The railroad is doing very well — 3.8% growth in car-
loading, compared with 0.4% for other class I railroads in 
the U.S. That’s a lot of money for BNSF. A lot of oil has 

been found close to our railroad tracks. What better place 
to find oil? We’ve been moving a lot of that, and we’ll be 
moving a lot more.

Time to introducing the directors (aside from himself and 
Charlie): Howard Buffett, Steve Burke, Susan Decker, Bill 
Gates, Sandy Gottesman, Charlotte Diamond, Don Keough, 
Don Murphy, Rod Olsen, Walter Scott Jr., new member 
Meryl Witmer. 

Ariel Hsing — the youngest women’s table tennis 
champion in the U.S. — will be available to play table 
tennis tomorrow at Borsheim’s, tomorrow at 1 p.m. If you’re 
courageous, you’ll show up with a paddle and end up 
looking like an idiot.

Stan Lipsey retired from the Buffalo News this year. In 
1978–80, the Buffalo News had an enormous business 
problem. Stan moved away from Omaha, and went to 
Buffalo. Without him, the paper wouldn’t be so great or 
have produced so much profits. Please give a hand to Stan. 
Stan the Man!

We spent $2 billion to buy the remaining stake in Iscar. Will 
now own 100%, but relationship with Wertheimer family 
will remain. Thanks to Eitan and his family.

The last 10 years have not been the best for business 
generally. But if the stock market continues to behave as 
it has in 2013, this will be the first time that growth in 
market value of Berkshire has outperformed the growth in 
book value. That’s OK, because it’s been mostly up years 
in the stock market. We expect to do better in down years. 
Also, we use book value because it’s a calculable proxy, and 
we can track the change over time. If we could give you 
intrinsic value we could. Also, intrinsic value is more than 
book. That’s why we’ll buy stock at 1.2 times book value. 
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Also, there are accounting distortions that change book 
value. But ultimately, expect to do better than in an index 
fund.

And at 89, Charlie isn’t really concerned about year-to-year 
stuff.

Charlie: I confidently expect Berkshire’s going to do quite 
well over the long term. I don’t pay much attention to 
whether it’s five years or three years. Of course we won’t do 
as well in the future in terms of annual gain, averaged out. 
We’re slowing down, but I still think it’ll be very pleasant 
I’m trying to take care of my old age, which I expect will 
come along at any time.

1 Question about Iscar on its primary 
competitive advantages.

Warren: Iscar has incredible competitive advantage. If you 
go back to 1951 in Israel, just go back to the prospects that 
were facing him (well-financed, entrenched competition). 
Most machine cutting tools companies sell to heavy 
industry using materials shipped from China. A young 
man, at 25, creates Iscar, with no locational advantage, and 
it becomes a great company to today. That’s hard work and 
talent. Iscar is one of the great companies of the world, and 
we feel very proud to be associated it with.

Charlie: Sandvik is a fabulous company. It’s a tribute to do 
a little better than your competitor. Iscar is the only place 
I’ve ever been in where it was only robots, engineers and 
computers.

A shareholder thanks Warren for 
letting people in early — it’s cold today. 

Warren: If we had a company that sold coats, we would’ve 
left you out there. 

2 That same shareholder — with a 
fantastic Chicago accent — asks 
what Warren’s big worries are for the 
decade after he’s gone.

Warren: Culture is all important. People will call Geico the 
day after I die. It’s important to preserve the culture, and 
to have a successor CEO that has more energy and passion 
than even myself. Succession is the No. 1 issue discussed 
by the board. Culture has become more important over the 
years. Making sure that managers joining the company buy 
into the special culture. Thinks the culture is one of a kind 
now, and it will remain that way. People have self-selected 
in, and the wrong sort of person would be rejected by a 
foreign body. We have a strong board, that isn’t paid much. 

(Chuckle) Companies acquired have chosen to be part of 
the culture.

Charlie: My thoughts are simple. To the many Mungers 
in the audience — don’t be so stupid as to sell these shares. 
(Laughter)

Warren: I also don’t want my family to sell shares if I leave 
the company.

3 Question about the Heinz deal: Does 
the deal reflect low expectations for 
the market’s returns going forward? 
(citing commentary that Heinz stock was 

“dead money.”)
Warren: In Boulder, Jorge asked if I wanted to be part of the 
Heinz deal. Said yes. A week later, received a term sheet and 
governance arrangement. It was an absolutely fair deal, and I 
didn’t change a thing. Paid at little bit more because the folks 
at Jorge and the folks at 3G are unusually good and classy. 
We like the business. The deal is designed that if we do well, 
their $4.1 billion will do better than our larger position. They 
are more leveraged than us. That’s what they wanted. The 
common isn’t dead money, but we’ll know for sure in five 
years. The design of the deal — it’s to take advantage of their 
operating ability, they have more of that than us. I expect 
they will return a higher rate on their investment.

Charlie: Well, as you said, the report was totally wrong. 
(Laughter)

4 Question on some moves by Ajit Jain’s 
reinsurance business, including the 
recent hiring of four key AIG execs to 
open new business lines. Will these 
marginal lines be lower return?

Warren: We want to take a greater share of the reinsurance 
market. Ajit’s operation will participate in 7% of all the 
business of the entire London market. It’s not totally 
automatic, customers can still choose their insurer. We 
previous had a marine deal with Marsh. And, we think 
the profit opportunities are reasonable. We will get a good 
cross-section of business. Second, we hired four well-known 
insurance people from AIG to write primarily commercial 
insurance, initially domestically. These people reached out 
to Berkshire. We are ready to enter this field with these 
very capable people. You’ll see Berkshire become a very 
significant factor globally in commercial insurance. Could 
be a few billion in business. We have the right people. We 
can take coverage that others need to spread out.
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Charlie: Generally speaking, I don’t think reinsurance 
is a good business for most people. A desirable part of 
Berkshire’s business, the way it is run by Ajit. Other people 
who think it’s easy are going to find that it isn’t

Warren: Commercial insurance will be the primary 
insurance. Though the Aon arrangement is reinsurance.

5 Why isn’t Geico going to use usage-
based insurance, like that is being 
done by Progressive?

Warren: Progressive has a “Snapshot” program — it is 
what is sounds like. When you do auto insurance, you need 
to assess variables, and companies do it differently. Clearly, 
a 16-year-old male is more likely to have an accident than I 
am. It’s because the 16-year old, while driving, is trying to 
impress a girl next to him, and I don’t need to do that any 
more. (Laughter) So we assess the variables that are useful 
in predicting risk. Progressive is using Snapshot, and we’ll 
see how they do. At Geico, we still sell insurance at a better 
price and earn an underwriting profit, that indicates that 
our selection progress is still pretty good. In short, we think 
our underwriting criteria developed over many decades, 
with many policy holders is pretty good. Everyone in the 
industry is trying to predict risk, and Geico will watch with 
interest, while being very happy with its current process.

Charlie: I have nothing to add.

6 What is your opinion on the new 
rules allowing companies to use 
social media as formal way to convey 
news and how does that affect your 
thoughts on Businesswire.

Warren: The key to disclosure is accuracy and simultaneity 
(want info at the same time as everyone). Businesswire 
does an excellent job of that. It is more reliable than a 
website. Businesswire has a tremendous record of accuracy 
of getting information out in a simultaneous manner, and 
I don’t think anyone does it as well. We will not be selling 
it, and if I could clone Kathy (the manager), I would. 
When Berkshire puts out its information, we do it after the 
market. Anything important from Berkshire will come out 
on Businesswire.

Charlie: It’s very hard for me to know anything about 
Twitter when I’m avoiding it like the plague

Warren: Charlie sent me out to venture in Twitter, to see if 
anything bad happens. 

7 Your recent major purchases are 
well above the kinds of prices you 
used to pay. As Berkshire gets bigger 
it is harder to move the needle. Is 
Berkshire morphing into a stock that 
has come to reflect an index fund?

Warren: Size matters. 
(Laughter) We can’t do as 
well as we have done in the 
past. Size is a factor. It also 
depends on the markets. In 
bad markets, our size might 
even be an advantage. I take 
exception that we’re paying more now than in the past. In 
the past, we’ve paid up for good businesses (e.g., 20 times 
earnings for Geico, and a high multiple of book). We’ve 
paid up more lately, partly at Charlie’s urging. But, it has 
worked out well thus far. We now realize that paying up 
for an extraordinary business is not a mistake. We could’ve 
made more by paying up in the past.

Charlie: We’ve said over and over again that we can’t do as 
well in the future as in our early days. I can make the short 
seller’s argument better than he did. If you look at really 
big companies in the past, the record isn’t good. We think 
we’re going to do well in spite of getting big, we think we’ll 
do better than those of the past. We think we have a better 
system than most people.

Warren: The acquisitions that we’ve made in the past five 
years, we feel pretty good about them, including Heinz. We 
own some pretty good businesses. We own eight businesses 
that would be on the Fortune 500 on their own. Doug, you 
haven’t convinced me to sell the stock yet. Keep trying.

8 What would be the impact to the U.S. 
if the dollar loses its status as the 
world’s reserve currency?

Warren: I think the dollar will be the reserve currency for 
some decades. The U.S. and China will be two superpowers. 
But I don’t see the dollar being supplanted for many years.

Charlie: There are advantages to a country that has the 
reserve currency. If you lose that, you lose some advantage. 
England had a better hand when it had the reserve 
currency. If the U.S. eventually lost it, it wouldn’t be that 
significant. Every great leader is no longer the leader over 
time. It’s true that we’re all dead in the long run.

Warren: This is the cheery part of the talk. (Laughs)

“ Paying 
up for an 
extraordinary 
business is not 
a mistake.
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Charlie: I think the USD will still be the world’s reserve 
currency in 20 years.

9 Question about an article Buffett 
wrote in 1999 for Fortune about 
corporate profit margins. With them 
now above 10%, when you said 6% 
was a normalized figure, how should 
we think about that?

Warren: It is unusual that corporate profits are 10% of 
GDP, at least if you look back at history, where profits 
averaged 6%. It is interesting because American business 
is complaining frequently about the corporate income 
tax. Now the tax is half what is was 40 years, as a percent 
of GDP. So I’d take with a grain of salt that U.S. business 
is less competitive because of corporate taxes. American 
business has done very well, at a time while inequality has 
widened. It will be interesting to see whether these levels 
of corporate profits can be maintained. Businesses come 
back very strong, in terms of profits, from the precipice of 
2008. Employment has not come back the same way. That 
will be a subject of lots of public discourse. If I had to bet 
on corporate profits as percent of GDP, I say they are likely 
to trend downwards. Of course, GDP will be growing, so 
businesses aren’t in trouble.

Charlie: I wouldn’t be surprised if that 6% turns out to be 
the low side. Just because Warren thought something years 
ago doesn’t make it a law of nature. (Laughter)

Warren: We’ll talk this over at lunch. (More laughter)

Charlie: Stocks themselves are owned by a lot of 
endowments and so on. That figure doesn’t mean the world 
is becoming grossly unequal.

Warren to Charlie: Do you think the corporate tax rate is 
too high?

Charlie: The rest of the world is coming down. There’s 
some disadvantage to us when we’re much higher.

Warren: OK, he’s the Republican, I’m the Democrat.

10 Question about Berkshire’s 
decentralized structure. Is this a 
challenge for Buffett’s successor?

Warren: I think my successor will organize things a little 
differently. We’ll still leave our managers to run their 
businesses in all important ways, except capital allocation. I 
have delegated some responsibility to an assistant of mine. 
I’ve grown up with these businesses, so it’s easy for me to 

interact with dozens of managers. Maybe it will be harder 
for a successor, and it might get rearranged a little, but it 
won’t matter. In the end, our big businesses will make most 
of the money. Reporting changes won’t be that big of a deal. 
In the end, it could mean one more person at headquarters, 
if they go crazy. (Laughs)

Charlie: Of course it would be unwieldy to have so many 
businesses if we were trying to run them through an 
imperial headquarters. If your system is decentralization 
to the point of almost abdication, what does it matter how 
many businesses you have?

Warren: The culture will remain unchanged. The pre-
eminence of the operating managers will remain. They may 
be some changes of operating managers through death, 
disability, or mistaken hire. We look for businesses with 
$75 million in pre-tax operating profit for acquisitions. But, 
the easiest buys are the bolt-on acquisitions. And, the best 
bolt-ons are buying out minority stakes (e.g., Iscar). That’s 
the ultimate.

Charlie: If you stop to think about it, what we’re doing 
now ought to be impossible. But it isn’t. If I’d said 20 years 
ago that someone would manage something like this 
(Berkshire) with 10 staff out of a little office in Omaha, you 
would have said it was impossible.

11 How does the Fed stop QE? 

Warren: Let Charlie answer that, since he answered it on 
CNBC.

Charlie: The basic answer is, “I don’t know.”

Warren: I have nothing to add. (Laughter)

Charlie: It’s going to be difficult.

Warren: It’s a lot easier to buy things than sell them. The 
Fed balance sheet is $3.4 trillion, which is a lot of securities. 
Bank reserve positions are incredible. Wells Fargo has $175 
billion sitting at the Fed earning a quarter of a percent. 
The money isn’t going out because the banks are sitting on 
it. But the banks want loans (to earn more than a quarter 
percent at the Fed), assuming the loans will be repaid. We 
are really in uncharted territory. I have tremendous faith in 
Bernanke, but I don’t know if he is affected by the fact that 
his term will run out — he can just pass a few trillion on 
the balance sheet to the next guy. But, this could turn out 
to be very inflationary, and it hasn’t so far. If you run up 
debt, it is measured by nominal GDP, and the easiest way 
to grow nominal GDP is to inflate. And some Fed members 
might be disappointed that they haven’t seen inflation yet. 
Inflation, when it appears, is likely to be the shot heard 



6      The Motley Fool Berkshire Hathaway 2013: Q&A With Buffett and Munger my.fool.com

around the world. People that think that assets have to be 
highly priced because of low interest rates will change their 
hand, and they’ll do it quickly.

Charlie: I think what’s happened in the realm of 
macroeconomics has surprised all the people who thought 
they knew the answers. Who’d have guessed that rates 
could go so low and stay so low. Economists and central 
banks should be more cautious when they print money in 
massive amounts.

Warren to Charlie: What are the probabilities of seeing 5% 
or more inflation during the next 10 years?

Charlie: I worry about this more than inflation: If we 
could get the same results in the next century that we had 
in the last century, we’d all be happy. I would predict that 
we may have more trouble than we now think.

Warren: Charlie says he won’t be here to see it, but I reject 
such defeatism. (Laughs)

12 How has the Fed’s 0% policy 
affected Berkshire’s subsidiaries?

Warren: Interest rates are to asset prices like gravity is 
to the apple. When there are low interest rates, there is a 
small gravitational pull on asset prices. We’ve see people 
make decisions differently when they can borrow at very 
low rates, versus in the 1980s when Volcker was trying 
tame inflation. Interest rates have effects on decisions. We 
borrowed very cheaply to make the Heinz acquisition. If 
you want to tame inflation … if you get the 30-year bond 
down to 2.8%, you have transactions take place, such as 
making housing more attractive, but the unwind of it has 
to be difficult. If you’re the Fed, it’s easier to buy $85 billion 
a month … I don’t know what will happen if the Fed tried 
to sell $85 billion. This is like a good movie, because I don’t 
know the end. I’ll be back in two or three years, and I’ll say 

“I told you so,” and hopefully you’ll have a bad memory.

Charlie: I strongly suspect rates aren’t going to stay this 
low for hugely extended periods, but practically everyone 
has been surprised at how long it’s gone on. At Berkshire, 
we have huge amounts of float — cash — and that’s worth 
less than in previous years.

Warren: At the end of first quarter, we had $9 billion in 
short-term securities. We are earning nothing on that. We 
never stretch for yield. We keep it in Treasuries, so we’re 
earning nothing. If we get back to 5% short-term interest 
rates, that would a couple billion dollars. Of course, that’s 
not the only thing.

13 If the commercial insurance 
business is attractive, why not make 
an acquisition? Are prices too high?

Warren: If you look at the big insurers, some of them we 
wouldn’t want. Some of them we would, but the prices are 
higher than we’d pay (it’s cheaper for us to build our own 
business, which basically costs book value). It’s better to 
build than buy, if you can find the right people. We have a 
terrific manager in Ajit, and other people have sought him 
out. There are certain commercial operations we would’ve 
bought, but we never got the right price. I predict we’ll 
have a good commercial insurance operation in short-time.

14 What do you think about the 
significance of Bitcoin, and what 
does it mean for the future?

Charlie: I have no confidence in Bitcoin whatsoever.

Warren: Charlie, I hope you know what he’s talking about 
… of our $49 billion, we haven’t moved any to Bitcoin … the 
truth is that I don’t know anything about it. That doesn’t 
always stop me from talking about it, but I will this time.

15 Bill Ackman has been critical 
of HerbaLife. Berkshire owns a 
multilevel marketing business in 
The Pampered Chef … what do you 
think?

Warren: I have never looked at HerbalLife’s 10-K. So I 
don’t know their operation. The key is whether multilevel 
marketing is based on selling products to the end user 
instead of loading up distributors. Pampered Chef is a 
million miles away from preying on distributors. True, 
people get paid on recruits’ accounts. But loading up 
people with packages that they don’t sell — that’s not 
Pampered Chef. It is based on selling to the end user. We 
have thousands of parties every week that sell to people 
that use it. It is wrong to sell people on a dream that is not 
fulfilled.

Charlie: HerbalLife is likely to be more flim-flam selling 
magic potions than pots and pans.

Warren: That was the comment I was hoping to be quoted 
on.
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16 Much of Berkshire’s gains have been 
based on your reputation and your 
ability to extract attractive deals, 
compared with the past when you 
were more a value investor. Why will 
your successor’s imprimatur be as 
effective as yours has been?

Warren: My successor will have more capital, including at 
times of distress. I have no question that my successor will 
have unusual capital at turbulent times, when the ability 
to say yes quickly with large sums is important. Berkshire 
is the 800 number when the markets panic. That’s not our 
main business, but it happened a few times in 2008, and 
once in 2011, and it’ll happen again. If you come to a day 
where the tide has gone out, the naked swimmers will call 
Berkshire. And Berkshire’s reputation will improve. And it 
will be the Berkshire brand, not just the Warren brand.

Charlie: I would argue that in the early days, Warren had 
fantastic success because his competition was so small. 
If he had to stay in that field, his competition would be 
more intense because he’d be in large companies. Now he’s 
moved to become a home for large companies. I think it’s 
ridiculous to expect him to stay in the business he started in.

Warren: The ability to act immediately will remain after 
I’m gone. As we get bigger, the area will become more and 
more our own.

17 What are your three keys to 
influencing people? (Reference to 
past transactions, See’s, Berkshire 
Hathaway textile mill)

Warren: There was death in the See’s family (Larry See). 
The rest of the family didn’t want to run the business. It 
was put up for sale. I didn’t hear about it until another 
buyer failed to complete a deal. Charlie persuaded me to 
buy it, we didn’t persuade them to sell it.

Charlie: I’ve got nothing to add to that at all.

Warren: With Berkshire Hathaway, we bought stock in 
the market. We bought from Otis Stanton and the family. I 
never met Otis, so I never convinced him or anyone. The 
same can be said of the Chase family, who also sold us 
stock. We talked to Betty Peters, avoiding a transaction for 
Wesco that we thought was dumb. We flew out to see her.

18 Both you and Charlie have described 
how you have built Berkshire to 
be sustainable for the long term. 
I’m having trouble explaining 
Berkshire’s business model and it’s 
sustainable competitive advantage.

Warren: Charlie, you 
answer this one. I’m going 
to have some fudge.

Charlie: We’ve always 
tried to stay sane when 
other people like to go 
crazy. That’s a competitive 
advantage. As we’ve got 
better we’ve used the 
golden rule — to treat the 
subsidiaries the way we’d want to be treated if we were in 
those subsidiaries. We try to be a good partner to people 
who come to us. That’s a competitive advantage. We’re 
leaving the field behind and becoming more unusual 
in that sense. That’s a very good idea — I wish it was 
intentional. (Laughter)

Warren: A few years ago, a person in this audience came 
to me, and he was in his 60s. He said, for a year he’d been 
thinking about selling his business. He didn’t want to retire, 
but he bought a business from a family where the operator 
died. So he wanted to but to put his mind at ease that what 
he’d spent his life building up lovingly over the years, if he 
died, would be taken care off. So he thought about it a year. 
If he sold it to a competitor, they would put their people 
in charge, try to get synergies, sack all his employees, and 
the acquirer would be the conqueror. He didn’t want to do 
that to people that would help them. He considered private 
equity. They would load it with debt, which he didn’t want. 
So he came to me, and he said, you’re not that attractive, 
but you’re the only guy left standing. I know my business 
and people will get a good home, and I will continue doing 
what I’m doing. That business turned out to be a great 
acquisition for Berkshire. So … our competitive advantage 
is that we don’t have any competitors. 
 
 

“ We’ve always 
tried to stay 
sane when 
other people 
like to go 
crazy. That’s 
a competitive 
advantage.



8      The Motley Fool Berkshire Hathaway 2013: Q&A With Buffett and Munger my.fool.com

19 Can coal-delivering assets be 
converted as coal volumes reduce? 
What is the future of crude by rail?

Warren: If there was no coal moving, there wouldn’t be 
much use for much of our tracks. Decline of coal will 
happen slowly over time. Much of the demand for coal 
will demand on the price of natural gas. I’ve talked to oil 
producers in the Bakken, and I think there will be oil to 
move for a long time. By the way, oil moves faster by rail 
than by pipeline. With different market prices, you have 
more flexibility with oil transportation by oil.

Matt Rose (BNSF CEO): We expect coal volumes to stay 
roughly where they are. We have 10 crude loading stations 
with 30 delivery stations, and looking to add another 30. 
We see a pathway to doubling our crude volumes.

20 In 2009, you invested in Harley with 
a five-year term at 15%. What are 
you intentions at the end of that 
time?

Warren: We’d like to not 
answer the mail. (Laughter) 
We got some good deals, 
and we wish they had 
been longer. That was a 
special time, and it is an 
asset we have leftover from 
five years ago. We won’t see that for a while, but the world 
does have its excesses, and we’ll be prepared to act. Harley-
Davidson was going to go broke, but we stepped in. A 
company that gets people to tattoo its brand on themselves 
can’t be bad. In conclusion, it will be a sad day when the 
Harley notes are retired.

21 If Todd and Ted buy shares in a 
company that you have reviewed 
and decided wasn’t a good 
investment, would you share your 
thoughts with them?

Warren: I don’t even know about Ted or Todd’s purchases 
until about a month later. Other than regulatory 
restrictions (e.g. American Express has banking holding 
rules). I don’t tell them to diversify or not. They are 
managing money. When I was managing money, I wanted 
free reign. That’s exactly the position that I have with 
Todd and Ted now. It is an usual person that we’d give that 
responsibility to. We thought they deserved the trust, and 
we think so even more after hiring them.

22 Progressive Insurance is saying 
they can use “usage based” 
insurance and give a 30% discount 
and those customers are still the 
most profitable. Shouldn’t Geico be 
worried?

Charlie: Obviously we’re not going to immediately copy 
what every single competitor does, particularly when we 
have a model that’s working so well.

Warren: I don’t think Progressive’s selection method is 
better than ours. I feel ours might be better. But every 
company has a different approach. Peter Lewis, founder 
of Progressive, told me this story. They went into the 
motorcycle business. The first claim came from a redhead, 
so Progressive didn’t insure redheads for a while. (Laughs) 
If I’m going to sell insurance, I’ll use different variables. 
Our approach has worked very well, and we think that 
it will continue to work well. We are obtaining a huge 
number of new policy numbers. So our rates are attractive, 
and our underwriting process is good. We want to improve 
our selection criteria. Please compare Progressive to Geico’s 
results over the next few years. I think we’ll do better, but 
I’ll admit if I’m wrong. If I was starting in the direct auto 
insurance business, I’d copy Geico. I don’t think it would 
work, but that’s your best shot. We’ll add 1 million policies, 
when the industry only adds 1.5 million in total.

23 I’ve heard that to focus your energy, 
you write down the 25 things you 
want to achieve, focus on the top 
five and ignore the bottom 20. How 
did you come up with it?

Warren: Sounds like a 
good method of operating, 
but that’s more disciplined 
than I actually am. If they 
put fudge in front of me, 
I eat it. Charlie and I live 
simple lives, and we do 
what we like. Charlie is an 
architect. We like to read 
a lot. I never made lists, I 
can’t recall doing it in my 
life. You’ve given me an 
idea, maybe I’ll start.

Charlie: On the subject of Warren’s operating methods. We 
didn’t know when we started out that you shouldn’t make 
a lot of decisions when you’re tired, or that making a lot of 

“ A company that 
gets people to 
tattoo its brand 
on themselves 
can’t be bad.

“ We didn’t 
know when 
we started 
out that you 
shouldn’t 
make a lot of 
decisions when 
you’re tired, or 
that making a 
lot of decisions 
is tiring.
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decisions is tiring. We didn’t know that consuming caffeine 
and sugar was helpful for decision making. (Laughter) It 
turns out that this is an ideal way to sit where Warren sits. 
He didn’t know that — he just stumbled into it.

Warren: When we write our book on nutrition, it will be a 
huge seller. (Laughter)

Charlie: I cannot remember an important decision that 
Warren made when he was tired. He sleeps soundly. He 
eats what he’s always eaten.

Charlie: His style is absolutely perfect for human cognition.

24 I’m thrilled as an Omahan that you 
bought our newspaper, but not as 
an investor in Berkshire. Why did 
you buy such a small business?

Warren: We will get a decent rate of return on the 
newspapers. Most newspapers were bought as corporations 
or partnerships, so we get to write down the intangibles, 
which affects after-tax returns. Everything that we’ve seen 
to date indicates that will meet or beat 10% returns. It 
won’t move the needle at Berkshire, maybe they have $100 
million in pre-tax earnings. It’s real money, but it doesn’t 
move the needle at Berkshire. But, we would’ve have done 
it in any other business. It doesn’t require an extra ounce 
of effort at headquarters. And we like newspapers. And, I’ll 
give you figures annually returns relative to investment. We 
paid a cheap price relative to earnings, and we are prepared 
for earnings to decline over time.

Charlie: What you’re saying is that it’s an exception, and 
you like doing it.

Warren: Now I regret asking you the question.

25 In the past, you’ve demonstrated 
a great deal of respect for Henry 
Singleton — the famously adroit 
CEO of Teledyne. Prior to his death, 
he broke the company up into three 
companies, partially for the reason 
that it was getting very hard to 
manage for one CEO.

Warren: Berkshire seems like the easiest company to 
manage. Sorry, if I gave you the idea that there’d be 
more centralization after I’m gone. Charlie knew Henry 
Singleton, so he’ll comment on what Henry did right and 

wrong. As for breaking up the company, it would be a poor 
result now and in the future.

Charlie: Henry Singleton was a genius who could play 
chess blindfolded just below grandmaster level. I knew 
him — he lived in my community. He started with a 
conglomerate, and he managed those companies on a way 
more centralized basis than Berkshire ever operated. In the 
end, he wanted to sell to us and he wanted Berkshire stock. 
We said, we love you and we want to buy your business, but 
we don’t want to use Berkshire stock. Just because he’s a 
genius doesn’t mean he did it better than we do.

Warren: Henry made a fortune for shareholders that stuck 
with him. He made at least 50 acquisitions in the 1960s. He 
promoted the stock. It was a game that worked wonderfully, 
if you don’t care how it ended up. In terms of wanting to 
get Berkshire stock, he was going into stage three [implying 
he’d be getting a deal on Berkshire].

Charlie: He was an enormously talented man, and his cool 
rationality was to be admired. I like our system better.

26 What should policy makers 
focus on to improve national 
competitiveness?

Warren: Health-care cost is a big item. Say we spend 17% 
of GDP on health care. Most of our rivals pay 9.5% to 11.5%. 
There are only 100 cents in a dollar; if you give up 7 cents 
on the dollar, that will be a major problem in American 
competitiveness. It doesn’t relate to Medicare. The really 
problem is the cost, regardless of the payer system. We used 
to talk about GM’s labor disadvantage versus Toyota. If the 
competitive disadvantage was steel (instead of health care), 
we’d talk about it more. Our system works, but the No. 1 
problem for American business is health-care costs.

Charlie: It doesn’t do our competitiveness any good to 
have grossly swollen capital and derivatives markets.

27 How is the Affordable Care Act 
going to affect Berkshire?

Warren: I don’t know. We have 70 subsidiaries, which 
also have subsidiaries. I can’t say with certainty, but I don’t 
know of a subsidiary that doesn’t offer health care. We 
have not yet assessed the figures necessary to answer this 
question. We see large expenses on the monthly reports of 
our larger companies.

Charlie: We really don’t try to control health care from 
headquarters. We like that decision to be made nearer the 
firing line.
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28 Long-term risk to receive returns 
from capital investment in the 
energy utilities, given the increase 
in solar power generated from 
households?

Charlie: I don’t think anyone knows exactly how it’ll 
play out. I’ll confidently predict more solar energy will be 
generated from deserts than rooftops in cloudy areas. I 
am skeptical about trying to run the utilities of the world 
from little tiny rooftops. I suspect there’s some fancy 
salesmanship there. Put me down as being not totally 
charmed by solar panels on rooftops in cloudy areas.

Warren: We have people here from Mid-American Energy. 
Maybe Greg can give a better answer.

Greg (MidAmerican): We are seeing lower costs of 
installing distributed solar. But, even with tariffs, our 
utilities are competitive. We believe our regulated utilities 
will be protected.

29 To what extent is being born at the 
right time a determinant in success?

Warren: Being born in the United States (and male) was 
a huge advantage. The timing could’ve been a little better. 
My dad was a securities salesman. I was conceived in 
November 1929. There was no one to call, and no television, 
and my Dad was at home … and here I am. (Laughs) So 
the crash came, and I’m very glad. And for about a decade 
after the crash, people were turned off by stocks. If I’d been 
born five years earlier, I’d have made more money. I envy 
the baby being born in the U.S. today — that’s the luckiest 
baby every born. It will do very well on a probability-
adjusted basis. There will be opportunities to do well in 
the investment field. The person that has a passion for 
investing, born today, is likely to do very well, and to live 
far better than we live today.

Charlie: The competition was very weak in your early days. 
I don’t think the competition is as weak now. Sure we’ve got 
advantages of time.

Warren: In 2008 and 2009, there were thousands of 
experienced investment professionals, and you invested in 
the Daily Journal and a few other things, that are up three 
or four times. So you can’t say opportunities still won’t exist.

Charlie: You were drowning in opportunities when I met 
you.

30 How do you think you’ve changed 
across the past 50 years, and if 
you had the benefit of going back 
50 years, how would you tell your 
30-year-old self to change? What’s 
the most valuable advice you could 
give, personal or business, and how 
would you present it so that you 
understood it?

Warren: Charlie, I’ll let you answer that.

Charlie: We’re basically so old-fashioned that we’re 
boringly trite. You ought to keep plugging along, stay 
rational, stay energetic. The old values still work. I’ve never 
succeeded doing something I didn’t like doing.

Warren: Work where it turns you on. Charlie and I both 
started in the same grocery store, and neither of us work 
there anymore.

Warren: If you’re lucky, you’ll find things you like to do 
early in life. That’s what happen to Charlie and I, and we 
pushed very hard at it. We loved running Berkshire. My 
dad didn’t find the stock business interesting, but I did.

Charlie: You’re having so much fun, you’re giving all the 
money back.

Warren: You give it all back, whether you want to or not, 
in the end.

31 What factors have enabled 
Berkshire’s insurance pricing 
to remain so rational and build 
such an enormous foothold in the 
market? [Referring to the market-
share grab and cyclicality of insurance 
markets.]

Charlie: There are pressures on other people that we don’t 
want, and therefore don’t have. It’s very hard to shrink an 
insurance business by 80%. It’s a counterintuitive thing to do, 
but it’s vital that you do it when pricing doesn’t make sense

Warren: Berkshire is an usually rational place. We know 
what we want to accomplish. We’ve benefited from a 
long run. We’ve avoided outside influences that pushed 
us places we didn’t want to go. Insurance should be run 
rationally. Other insurers have had Wall Street pressure to 
increase premiums. At National Indemnity, we decreased 
premiums 80% — I doubt another company answering to 
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external pressure could do 
that. We have no external 
pressure, and that’s a great 
way to operate. We don’t 
have outside criticism, and 
there is no reason for us 
to do something stupid 
in insurance. We were 
major writers of natural 
catastrophe insurance 
years ago when the prices 
were good. We don’t do it 
today because the prices 
aren’t right. We didn’t leave 
the market, it left us. We 
won’t price at $0.90 for a 
probabilistic loss of $1. It’s like herd effect during Internet 
bubble. Your skepticism fades as you watch you neighbor 
make money. We don’t have any pressures to do that. We 
just don’t give a damn.

Charlie: There’s a reason why all that stuff is in the Bible 
that you can’t covet your neighbor’s ass — it’s a terrible 
thing to do. How much fun can you have being envious? 
It’s the only sin there’s no fun in.

Warren: Gluttony is a lot of fun (eating fudge) … lust has 
its place too, but we won’t get into that. (Laughs)

32 Reinsurance pricing is expected 
to be down this year, despite a 
lot of catastrophes. Fingers are 
being pointed at external capital 
and new capacity (hedge funds). 
What do you think about this new 
competition?

Warren: We hate dumb competition. Hedge funds have 
entered insurance and reinsurance quite aggressively. It 
gives them a beard to operate in Bermuda or somewhere 
with low tax rates. And it can be sold to investors. People 
say it’s an uncorrelated operation — anything Wall Street 
can sell, it will sell. And, it’s very saleable now. The money 
will flow in, it may bring down prices, particularly in 
re-insurance — in the end, we’ll do business where the 
odds favor us earning an underwriting profit. If we can’t 

do that, we’ll watch for a while. You can afford to go along 
with the crowd in investments, insurance, and many other 
things. If you have a service station, and another one across 
the street sells below cost, you’d have a huge problem (that’s 
why I got out of the gas station business). Idling cost in 
insurance is small. It’s not like shuttering a steeling mill. 
You just wait for better days to come along.

Charlie: Wall Street likes big words, too. We probably have 
the largest casualty insurance business in the world. Why 
would we change?

Warren: We really never anticipated that it would happen. 
But principles were useful, and we were lucky to get 
exceptional people. We hit the jackpot.

33 You mentioned enjoying a lot of 
advantages as a male. I have three 
daughters, and I’d like them to 
have as many opportunities as I do. 
You’ve recently added female board 
members to Berkshire, but by and 
large, the corporate world reflects 
the corporate hierarchy. Do you 
see this as a problem, and think it 
should be changed?

Warren: I do see it as a problem. You can read my article 
in Fortune on the subject. Women throughout my life, and 
a millennium before that, have not had the same shot as 
males. I have two sisters, who are as smart as me, more 
personable, same grades, but they didn’t have the same 
opportunities as me. All my teachers in grade school 
were female, because that was one of the few jobs open to 
woman. Many improvements have been made, and there is 
a pipeline effect, but there is still more room. Also, when 
people don’t have opportunities, they sometimes forget 
that they the capability. For example, Katherine Graham 
was told she couldn’t run a business. She was smart, but 
she couldn’t shake the “fun-house mirror” image imposed 
on her. She increased the stock 40 times and won a 
Pulitzer Prize, but couldn’t shake the ideas imposed on 
her. The country has come a long way, it is moving in the 
right direction. I hope it keeps moving, and faster. I hope 
females get regular mirrors. You can read the article on 
Fortune.com. 

“ There’s a 
reason why all 
that stuff is in 
the Bible that 
you can’t covet 
your neighbor’s 
ass — it’s a 
terrible thing 
to do. How 
much fun can 
you have being 
envious? It’s the 
only sin there’s 
no fun in. 
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34 Is Berkshire too big to fail? On 
the same topic, how do you feel 
about Dodd-Frank, and now that 
it’s being implemented, how is it 
affecting Berkshire’s insurance 
businesses and investments in 
banks?

Warren: To my knowledge, we’ve never had anything 
impinge on our activity related to “Too Big to Fail.” Capital 
levels at big banks are set at higher levels than smaller 
banks. That affects return on equity. Wells Fargo’s capital 
requirement is higher than a small bank, but not as high 
as Citigroup. I think the banks in the U.S. are very sound. 
Compared to Europe, our banks are very strong. Compared 
to 20 years ago, our banks are strong. Canada has very 
strong banks. I don’t see banking being the cause of the 
next bubble. We will have another bubble, but it probably 
won’t be the same — i.e., a housing boom. I feel very good 
about our banks — M&T, Wells Fargo, and US Bank. Those 
should be decent investments over time. But, they won’t 
earn the same return on tangible equity as seven or eight 
years ago.

Charlie: I’m a little less optimistic about the banking 
system long term. I would like to see something more 
extreme. I do not see why massive derivative books should 
be messed up with insured deposits. The more bankers 
want to be like investment bankers rather than bankers, the 
less I like it. I don’t want to say more … I get in enough 
trouble already.

Warren: I’m with Charlie on that.

Warren: I wrote five or six years ago about the costs that 
many investors bear in being sold certain types of products 
(e.g., hedge funds, private equity). The financial world has 
been very good at extracting wealth from investors. So 
I made a bet with some people on the performance of a 
group of hedge funds vs. a no-load index fund. Cumulative 
returns for the index (8.69%), funds of hedge funds (0.13%). 
I’m winning. Go to LongBet.org for more information. 
There is a $1,000 bet on a collider hitting the earth — not 
sure how they’ll collect) — not sure how you collect after 
that. (Laughs)

35 Mae West once said the score 
doesn’t interest me, the game 
does. Are you at a point where 
the game matters more than the 
score? I say that because it seems 
your analysis has shifted in-depth, 
sleuthing companies’ fundamentals 
a la your Amex investment to your 
Bank of America investment, which 
you say you made in your bathtub. 
[Implying that Buffett’s research is 
less thorough, and he’s less focused 
on valuation, and instead interested 
in just acquiring good businesses.]

Warren: You have to love something to do well at it. It’s a 
big advantage if you love it. It adds to your productivity. I 
have that intensity, not manifested the same way, but it’s 
there. I love thinking about Berkshire, its investments, its 
businesses. You can’t separate the game from the scorecard. 
But, I’d still feel the same about Berkshire if I didn’t get 
paid or own a share. It’s what I love to do. Just because we 
do things differently doesn’t mean we’ve lost any passion or 
intensity. That was true 40 years ago, and hopefully it’ll be 
that way in 10 years.

Charlie: I think when you bought Amex you didn’t know 
that much, so naturally you were digging deeply. The 
second time you were on the golf course. The first time is 
hard, the second is easy. It’s cumulative.

Warren: What I learned sitting at Geico in 1951 is still 
useful. The universe — there’s enough in it that you can 
find opportunities. I didn’t know a thing about American 
Express in 1963 (salad oil scandal), but I learned a lot about 
it. I absorbed knowledge. The chairman of Hertz told me 
he couldn’t get rid of it or lower the fees. We own 13% of 
it, and we can’t add a share. But they are buying back stock, 
and our interest goes up with repurchases. Same with IBM 
and Coca-Cola. 
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36 When people analyze a stock, a 
lot of folks employ quantitative 
measures. When you analyze a 
company, what are your top five 
metrics, and what’s the preferred 
number?

Warren: We are looking 
at quantitative — well, 
no we’re looking at 
businesses, not stocks. We 
think of businesses, not 
stocks. When we look at 
Value Line or newspapers, 
different numbers matter 
for different businesses. If 
you’re a basketball coach, 
and a guy is 5-foot-4, you’d 
have a certain prejudice 
against him. We are 
looking for 7-footers. We 
see certain things that 
suggest further investigation. Over the years, we’ve come 
to understand certain businesses. And we don’t analyze 
those we don’t know. It is true that I thought of the 
Bank of America investment in the bathtub. But it wasn’t 
because of the bathtub. It was because of a book I read 
50 years ago, and I’ve been following Bank of America for 
years. We think of different things for a bank versus Iscar. 
It’s not one size fits all. Some brands travel well, some 
don’t. We just keep learning, and now and again, we find 
some opportunity. In 2011, Bank of America had big short 
interest, rumors, poor morals. I thought an investment 
would be good for both of us (Berkshire and Bank of 
America). I called Brian Moynihan, whom I didn’t really 
know, and we worked something out. I look at what a 
business will look like in 10–15 years, the price today, and 
the difference between the two.

Charlie: We don’t know how to buy stocks just by looking 
at financial figures and making judgments on ratios. We 
need to know more about how a company functions. 

Charlie to Warren: Do you use a computer to screen 
anything?

Warren: I don’t know how to use a computer. We look 
at businesses, as if offered the entire business, and we 
estimate what the place will look like in five to 10 years. 
Sometimes we don’t know; for example, auto companies. 
We’ve watched the industry for 50 years, but we don’t know 
what will happen in the future.

Charlie: We can look at 
Burlington Northern and 
know that it will have a 
competitive advantage 15 
years from now.

Warren: We’re virtually 
100% confident about BNSF, 
Geico, and others I won’t 
name — in their future, 
that is.

Charlie: People with 
high IQs and who are good at math naturally look at the 
numbers. That’s not how to invest.

Warren: It’s not what I learned from Ben Graham. Looking 
at the market is still part of the catechism. I’m not sure how 
to manage money if I just looked at the numbers. I’d do 
poorly.

Charlie: You’d do it poorly.

37 Every time someone writes an 
article on the “new normal,” I get 
depressed about my prospects for 
retirement. Can you share your 
views on equity market returns for 
the next decade?

Warren: We don’t look at forecasts. We have never made 
a decision on a stock on a macro forecast. We don’t know 
what things will look like. So why spend time talking 
about something you don’t know anything about. So we 
talk about the businesses. I like Bill Gross. But it doesn’t 
make a difference to me what he or any economist thinks 
about the future. I have the general feeling that America 
will continue to work well. There have always been lots 
of opinions, but nobody knows, but you know that BNSF 
will carry more carloads in 10 or 20 years. There will be no 
substitutes. There will be two railroads in the West, two 
railroads in the East. It’s not complicated; they have assets. 
It’s silly to ignore what you know because of things you 
don’t know. Any sort of normal (new, in-between, old, etc.) 
doesn’t mean anything to us. If you get a good business, 
and the price is good, you’ll do very well over time. If you 
try to time the market based on forecasts, you’ll make lots 
of money for your broker.

Charlie: We have a lot of money, and we have to do 
something with it, so we’re going to do our thing. If you’re 
a busy surgeon and you have two more years to work, you’d 
be worried. I’d work the extra two years.

“ It is true that 
I thought 
of the Bank 
of America 
investment in 
the bathtub. 
But it wasn’t 
because of the 
bathtub. It was 
because of a 
book I read 50 
years ago.

“ People with 
high IQs 
and who are 
good at math 
naturally 
look at the 
numbers. 
That’s not how 
to invest.
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Warren to Charlie: What do you think the normal is? 
What have we enjoyed in the past 10 years?

Charlie: It is conceivable that it’ll be worse.

38 Fruit of the Loom has lost the 
T-shirt market to wholesale, low-
cost franchises. Now, it’s trying to 
hold the underwear market. What 
protects it from a similar fate?

Warren: You keep your costs down, work at brand 
building, try very hard to help your main customers keep 
their customers happy with good price points. Gildan is 
good with the nonbranded aspects of the business, which 
has hurt Fruit of the Loom. But, we turn our first-quality, 
low-price underwear with strong brand recognition. Gildan 
pays very little income tax, by routing through the Cayman 
Island, which is a small factor. I think 10 years from now, 
our market share in men’s and boys’ underwear will hold 
up. You can’t coast in the business — it’s not Coca-Cola. 
You won’t get great margins, but the business will do alright.

Charlie: We’re not going to win every skirmish or every 
battle.

39 What 10 books influenced you the 
most, besides Graham and Fisher? 
And I’d also like to say that it would 
be very nice if you released the 
Buffett Partnership statements and 
letters. It would be very interesting 
to see how you invested.

Charlie: I don’t think it’ll greatly help. You wouldn’t 
recognize most of the names of the stocks from the Buffett 
Partnership days. You’d recognize American Express.

Warren: Names from the Buffett Partnership: Mosaic Tile. 
Better River Coal Land. Coal Iron. I have owned 400–500 
names over time. I made most of my money on 10. The 
Intelligent Investor changed my life. By the time I was 11, I’d 
read every book in the Omaha public library on investing, 
including technicals. I enjoyed reading, but I never 
developed a philosophy from those books. Graham’s book 
gave me a philosophy — the market is there to serve me, 
not instruct me. I was further influenced by Fisher, along 
with Charlie to get into the fundamentals and economics 
of businesses. That’s how I think of businesses now, and 
I haven’t found any holes in that bedrock. Charlie reads 
more biographies than anyone. We read for enjoyment, it’s 
beneficial, but it’s fun. And, we’ve got substantial benefits 

from it. I would’ve led a very different life if Graham hadn’t 
written his book, which he had no financial need to do.

Charlie: I couldn’t name 10 books that I consider so much 
better than the next 10.

40 The U.S. airline industry has been 
plagued by horribly economics. 
With the pending merger of US 
Airways and United, 90% of 
domestic capacity is held by four 
players. Do you think the industry 
economics have improved, and 
pricing power will manifest?

Warren: The answer to second question is no. The industry 
has consolidated. In some businesses, you can only have 
two competitors, and they’ll beat each other’s brains out. 
You can argue that happened with Freddie Mac and Fannie 
Mae. They drove loans down to improper levels. In some 
industries, they do very well when they get down to a few 
companies, they do very well. Some don’t. You can take 
Coke and Pepsi in the U.S. The only two colas of note in 
the U.S., but if you go to the grocery store on a weekend, 
they’re beating each other up on price. Airlines have 
low incremental cost per seat with high fixed cost. The 
temptation to sell the last seat a low price is very high. It’s 
capital intensive, commodity-like business. It has been a 
death-trap for investors since Orville took off. If there had 
been a capitalist at Kitty Hawk, he should’ve shot them 
down. If it gets down to one airline with no regulation, it 
will be a wonderful business. With all these bankruptcies, it 
could be a good business, but I’m not sure, and I’m skeptical.

Charlie: The railroads consolidated, grew their profits 
and what did we do? We missed it. It’s conceivable that Bill 
Miller is right. It goes into my “too hard” pile.

Warren: Mine, too.

Warren: We don’t think things will change dramatically 
in See’s Candy. If there, the real profitability is limited to 
the West coast. But we don’t see a competitor taking away 
business.

Charlie: You really couldn’t create another railroad. You 
could create another airline.

Warren: I’ve had a dozen proposals from people that 
wanted to get into the airline business. It is sexy for some 
reason. If you go to Mr. Big to talk about airlines, he’ll see 
you. You can raise money because it’s interesting. There 
have been an enormous number of bankruptcies. I bought 
US Airways. By the time the check was cashed, they were 
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having trouble. We made quite a bit of money, but they went 
bankrupt twice after we bought it. Charlie and I were on the 
board and we’d look at projections, which were ridiculous.

41 How hard a floor should 
shareholders consider the 1.2 times 
book value, as a threshold against 
which you’ll repurchase shares? And 
is there a circumstance where you 
wouldn’t repurchase shares, if they 
went below 1.2 times book value?

Warren: Generally, intrinsic value should be the yardstick 
for repurchasing share. For most companies, book value 
means nothing. It has reasonable tracking value at 
Berkshire, but our intrinsic value is higher than book value. 
I’ll say it right now. We’ve signaled it. We’ll buy at 120% of 
book value as long as we have substantial cash. And we’d 
like to do it. If you can repurchase your own shares at a 
discount, it is like buying a $1 for $0.90. It’s very sure. It’s 
been hard for us to do because every time we announce, 
the stock goes up. We do have mixed feelings because we 
don’t like the idea of buying our partners at a discount. 
But again, if they want to sell, we’ll make money that way. 
Generally, our stock has traded around intrinsic value. If 
we could buy at a discount to intrinsic value, we will.

42 Question for Charlie, kind of a 
real estate and company culture 
question. Have you consider moving 
to Omaha to be closer to corporate 
headquarters?

Charlie: The answer to that is no.

Warren: Our partnership works pretty well. We can handle 
the phone, despite being somewhat technophobic. We also 
know how the other guy thinks, so we don’t really even 
need the phone. We used to call when long distance was 
expensive; now it’s cheap and we don’t phone much.

Charlie: I feel like Rip Van Winkle. They’ve torn down so 
many of the buildings I remember just in the past five years.

Warren: You have to remember a third of the lifetime of 
the country has happened in yours.

43 We have a couple questions on 
climate change. If asked, what 
would your casualty underwriters 
advise as the major risks to 
Berkshire’s enterprises and the 
world? And what do you think of the 
idea of a carbon tax?

Warren: Climate is getting warmer. (A joke — it’s very cold 
today in Omaha) Charlie knows more about science than 
me, which isn’t saying a lot. (Laughs) There is certainly 
a reasonable chance that people worried about global 
warming are right. I don’t know enough to say for sure. It’s 
a reasonable assumption to think they’re right. I don’t think 
it makes a real difference in discussing insurance rates from 
year to year. We are already pessimistic about catastrophes. 
We assume more natural disasters than in past history. 
Global warming doesn’t affect our setting of insurance rates.

Warren: That question (about carbon pricing) calls for an 
answer from Charlie. 

Charlie: You’ve got to realize that I’m a Caltech-trained 
meteorologist, but that’s before they developed modern 
meteorology. Europeans put a high tax on fuel to raise 
money, so they did it by accident. I think the U.S. should 
have way higher taxes on motor fuel — and that’s efficient.

Warren: They weren’t all clapping.

44 At various points, you’ve indicated 
that shareholders, if they want, 
should send their qualifications 
and resume to you. You’ve also said 
that, over time, you think stocks go 
up, and that as a consequence, you 
wouldn’t short sell. But the past 15 
years have shown otherwise. Would 
you be willing to give Seabreeze 
$100 million for a short-focused 
portfolio, with the proceeds and 
management fees going to charity?

Warren: Charlie and I are no strangers to short selling. 
We both failed at it. We may enough propose a little wager 
at some point, but we’ll let that hold for know. I’ve seen 
companies that I thought were overpriced, and I’ve seen 
some that I was certain were frauds. But, making a lot of 
money short selling is not a game that appeals to us over a 
long period of time.
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Charlie: We don’t like creating agony for money.

Warren: But we wish you well!

45 Can you be more specific about what 
factors you consider when making 
an acquisition like Heinz, and just 
what your thought process for large 
acquisitions and the price is?

Warren: We usually feel we’re paying too much. We 
sometimes feel the business and management is so 
compelling, we gag on the price. In the past, when we 
bought wonderful businesses that continued to be 
wonderful, we could’ve paid more. But, you never know 
for sure. It isn’t as precise as you might think. If you think 
there is a high degree of certainty of high returns on capital, 
you should probably stretch for it. There have been several 
times when I’m gagging on the price, and then Charlie or I 
will say, let’s do it. Charlie did that with See’s Candies.

Charlie: We’re in a different mode now. It is a great lesson: 
if we’d kept our earlier molds, if we’d never learned, we 
wouldn’t have done so well. The game of life is a game of 
learning.

Warren: The stock market will offer you opportunities for 
profit percentage-wise that you’ll never see with negotiated 
purchases. Stock markets are an auction. You can have a 
flash crash. We really like buying businesses to hold them, 
but we like cheap marketable securities. But, if you have 
cash coming in, you want to deploy it in businesses you can 
hold forever.

46 I’m an 86-year-old World War II vet. 
I would respectfully and urgently 
request you stop eating so many 
cheeseburgers. Those things clog 
your arteries. And I say that even 
as you voted for Obama. You talk a 
lot about the quality of managers, 
character, and so on. And so, how 
can you say that as you voted for 
an administration that plunged 
us into debt, refuses to take 
responsibility, and doesn’t indicate 
the slightest concern?

Warren: The $16 trillion in debt — Bush deserves a 
certain amount of credit for that either. Obama didn’t allow 

policies that created the greatest financial crisis. But in 
the end, I find it unproductive to talk politics with people. 
Charlie is a Republican; I’m a Democrat. The amount of 
deficient spending in the last four years (stimulus) has 
been quite appropriate to the threat to economy caused by 
the greatest panic in my lifetime. We were the last stop for 
General Electric, needing money. Wachovia fails. Money 
market funds broke the buck. We needed stimulus. The 
only question is — how do we get rid of it (the debt)? It’s a 
problem, but it could’ve been worse.

Charlie: I agree with you completely.

Charlie: And by the way, so did George W. Bush.

Warren: George W. Bush had the best economic 
pronouncement of all time: “If money doesn’t loosen 
up, this sucker could go down.” I agreed with him, and 
we owe him a lot in that respect. Our leaders, from both 
parties, once they were in terrible trouble, came up with 
useful policies, and it wasn’t easy to do. I’m disturbed by 
a national debt that grows in respect to GDP. I wrote an 
op-ed in 2009 talking about this problem, in The New York 
Times. We came out with higher debt after World War II. 
People predicted terrible things, but it didn’t happen. It’s 
easier to print money than exercise discipline. But our 
country has had larger problems. And if you follow the 
day-to-day bickering, it seems like a bigger issue than it is.

Charlie: I agree with you about George W Bush. I like 
these nonpartisan episodes when we get together and do 
things right. These things are confusing. In fact, if you’re 
not confused, I don’t think you understand.

Warren to Charlie: How bothered are you by the current 
debt to GDP?

Charlie: I don’t think there’s any one fixed ratio that’s 
written in the stars. In fact, most of the data I see isn’t even 
counted in the debt. Consider the present value of the 
future promises.

Warren: Social Security is not a killer if GDP rises a few 
percent in real terms.

Charlie: That’s the great problem. All of our problems 
are trivial if GDP will just rise by 2% each year. All of our 
problems are insignificant if we can just do that.
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47 I have a question about the 
paint business. I always use 
Benjamin Moore, but some argue 
that because it doesn’t control 
distribution as Sherwin Williams, 
it lacks the ability to control its 
destiny. Others point to price 
competition at outlets from Behr. 
You recently replaced management. 
What sort of changes are you going 
to make?

Warren: Benjamin Moore is a relatively small part of 
the paint industry, but it is the best regarded at the high 
end. When we purchased Benjamin Moore, I promised 
that we’d support the dealership system (those people 
had invested their livelihood in the dealership). We are 
always approached by big boxes, and we could’ve pushed 
up volume (by selling at big boxes). That would’ve really 
changed distribution, it wouldn’t have worked out that 
well over time, and it would have been double-crossing 
management and the dealerships. The dealership network 
can work with a high-end paint like Benjamin Moore. We 
were actually approached to buy Behr. Management at 
Benjamin Moore wanted to gut the business and break 
my promise, so we had a change in management. Our 
strategy will be a dealership model focused on the high 
end. It doesn’t mean Sherwin-Williams won’t do well — 
they should do extremely well. Benjamin Moore is a good 
business, and will continue to be so. Same for Behr. 

Charlie: I agree totally. I wish we could find more 
businesses like Benjamin Moore. 

48 You once said that 99% of investors 
should their money in an index 
fund, and for the other 1%, buy 
your favorite vice. Do you think 
that you would get outperformance 
if you invested in the 20 largest 
companies?

Warren: It depends on what you think are best 20, but you 
whatever you choose, you’d probably just meet the index. 
And, it depends if you want to study businesses, or if you 
have another profession and just want some exposure to 
equities. Equities will do well over time, you just need to 
avoid getting excited while other people are excited. Don’t 
pretend to be a professional. If you are an amateur investor, 

you have a logical option to buy broadly into American 
business over time. Don’t overassess your own abilities. 
That works outside of investments, too.

Charlie: I have nothing to add — but I do think knowing 
the edge of your own competency is important. If you 
think you know more than you do, you’re in trouble. Works 
particularly well in matrimony.

49 Your largest source of wealth and 
donations have been giving to 
charitable foundations. Do you 
think that’s part of the reason 
shares traded below 1.2 times book?

Warren: I give away 4.75% of my stock every year. That’s 
$2 billion of stock. That’s less than 1% of Berkshire. Many 
stocks on the exchanges trade over 100% a year. 1% is 
absolutely peanuts. You might argue it can aid the price 
by increasing float. It won’t change the level of the stock. 
Berkshire’s volume is $400 million to $500 million per day, 
so $2 billion per year won’t change anything. And, I think 
that person should be able to sell their stock and give it 
away to charity.

Charlie: There’s nothing so insignificant as an extra $2 
billion to an old man.

Warren: I’ve never given away a penny that has ever 
changed my life — it has a lot more utility in the hands of 
other people than in my safe deposit box.

50 Looking at the first-quarter results, 
and trying to read the tea leaves 
on the economy, what are you 
seeing? Are you looking to expand 
Berkshire’s empire internationally?

Warren: We’ve never foreclosed anything. But we will 
find most of our opportunities in the U.S. Most of our 
deals will take place here. But we find things outside the 
U.S., particularly bolt-on acquisitions. Things have gotten 
better in the U.S. since 2009. I don’t believe in double-dips. 
The U.S. economy hasn’t come roaring back, but it’s never 
faltered. Now, the overhang in housing is — we’re seeing 
pricing improvement — but we don’t want to overbuild. 
We’re moving forward, without surging or stalling.

Charlie: You can’t make a lot of money knowing what’s 
going on now.

Warren: And you can’t make a lot of money thinking you 
know what’s going on tomorrow, when you don’t know.
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Warren: If we see a good opportunity, U.S. or otherwise, 
we’ll move. We don’t know where opportunity will come 
from. But it comes. And, in financial markets, it tends to 
come in a huge way. Probably in equity markets, but also 
in bond markets. We have the ability (cash) and the mental 
fortitude (to take advantage of opportunities everywhere).

51 If I’m in my 20s and starting a 
partnership, what advice do you 
have for getting people to commit 
money before I have a public-facing 
track record?

Warren: Well, you haven’t 
sold me. I think people 
should be quite cautious 
about investing with other 
people, even when they 
have a track record. I’d 
advise starting an audited 
track record as soon as 
possible. It is far from the 
only reason we hired Todd 
and Ted, but we looked at it. 
If you have a coin-flipping 
contest, and 300 million 
orangutans flip 10 times, 
a bunch will hit 10 out of 10. That ape will probably raise 
a lot of money. So we try to invest in coin-flipper (lucky) 
investors — look at the investment process. To attract 
money, you should deserve money. You should be able to 
explain how your record is a result of sound thinking.

Warren to Charlie: If you were starting today, how do you 
attract money?

Charlie: Most people start with friends and family. Trust 
you’ve gained in another way. It’s hard to do when you’re 
young.

Warren: Relatively few will be successful.

Warren: Todd and Ted, working under a 2/20 arrangement, 
if they’d put the money in a whole in the ground, 
would make $120 million each this year. Not exactly an 
arrangement you don’t want to think about ahead of time.

Charlie: The arithmetic attracts the wrong sort of people.

Warren: Naturally, we thought Todd and Ted were 
exceptions.

52 At Berkshire, there’s a special 
relationship that exists between 
Ajit’s special skills and Ajit’s 
special skills. So just tell us, is Ajit 
your successor, and how will his 
businesses do without him?

Charlie: The basic answer is that if Ajit ever is not with us, 
we won’t look as good.

Warren: We won’t be without Ajit for a long time. He 
is remarkable in many ways. When people copy him, he 
comes up with something new. No comment on successor 

— you can ask starting with the A’s (i.e., Ajit), but you won’t 
have any better luck with B’s or any other letter. We create 
an atmosphere where our managers can enjoy running 
their business instead of running around headquarters 
doing show and tell. We operated Berkshire without Ajit for 
20 years. But if he’d come in 1965, instead of 1985, we’d own 
the world right now.

53 Like you, I have a son in the 
audience. And at some point, 
your son, Howard, will become 
the nonexecutive chairman of 
Berkshire. Effectively speaking, 
he has no executive experience, 
and none running a complex 
organization. Why is he the best 
person for the role?

Warren: He is not taking on the role you’ve described. He 
is there in case there is a mistake made in choosing the 
CEO. It is not his job to run the business or allocate capital. 
If we choose the wrong CEO, it is imperative to have a 
nonexecutive chairman there to make a change. He is there 
as a protector of culture. He has no illusions or interest in 
running business. He just needs to worry about changing 
the CEO. I’ve seen many times, when a likable, mediocre 
CEO needs to be changed. And it is hard to do when that 
person is in the chairman position. It’s a big improvement 
to have a board meetings without the chairman once per 
year. A board is a social institution, and it isn’t easy to fly 
into town, do a few committee meetings — who’s going 
to force the change? In our case, it will be Howard. I don’t 
know anyone who I’d trust most.

Charlie: The company is a lot safer with Howard there. 
You’ve got to remember, the board owns a lot of stock. 
We’re not trying to gum it up for the shareholders.

“ If you have a 
coin-flipping 
contest, and 
300 million 
orangutans 
flip 10 times, a 
bunch will hit 
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a lot of money.
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Warren: I’ve seen many times where the CEO needs to 
change, but it’s hard to do and doesn’t happen.

Charlie: You can have a CEO who’s 9 out of 10 on almost 
everything, but some deep flaws, too.

Warren: The example I’ve used in the past is, “The meek 
will inherit the earth, but will they stay meek?” You’ll 
notice that I don’t tell our newspapers who to endorse to 
for president. When I write that, I’m trying to box in my 
successor. We don’t want a CEO using Berkshire as a power 
base. We want Berkshire to be run for shareholders.

Charlie: Sometimes somebody becomes CEO, who has the 
characteristics of a famous Californian CEO about whom it 
was said “he could strut sitting down.”

54 If a low interest rate environment 
were to persist for a long time, 
what’s the probable consequence 
to insurers?

Warren: The problem is faced by people who’ve stayed 
in cash or equivalents, it is brutal. The loss of purchasing 
power is staggering. People living off their income are huge 
victims of low interest rate policies. I wrote in 2008 to own 
equities, and those were cheap. I feel sorry for people that 
have clung to fixed-dollar investments, particularly short-
term ones. I wouldn’t know what to do right. A quarter of 
a percent on $1 million is not enough to live on. 90% of 
the time in my life, I’ve felt that businesses are better to 
own than fixed-dollar investments. I didn’t anticipate that 
we’d see the kind of rates that we’ve seen for an extended 
periods. I get a lot of letters from people, who say, I’ve 
saved $300,000, what should I do. It’s better to own 
productive assets now.

Charlie: Well they had to hurt somebody, and the savers 
were convenient.

Warren to Charlie: What would you have done about it?

Charlie: I would have done what they did. I would have 
felt bad about it, but I would have done it.

55 Can you talk a little bit more about 
the ideal investment, how you 
define and categorize moats, and 
what you think about Microsoft, in 
that context?

Warren: I don’t understand the moat around IBM as well 
as Coca-Cola. I’d have more conviction around Coca-Cola 
or Wrigley or Heinz. But I feel good enough about IBM, 

and I put a considerable amount of money in IBM. Nothing 
precludes IBM and Microsoft from both being successful. I 
like IBM’s financial policy. It’s hard for me to think of things 
that could wrong with BNSF. I could think of thinks that 
could go wrong for IBM. It has big pension liabilities — it’s 
an annuity business on the side. The liabilities and assets 
seem equal, but the liabilities are more certain.

Charlie: At least the IBM pension plan has the resources of 
IBM. In Japan they agreed to pay 3% interest, but there was 
no way to earn it.

Warren: At least they have a sales forces pushing them on. 
You always want to accept an option, never give an option. 
Charlie and I were in the S&L business — if it’s a good idea 
for borrowers, they stick with it, otherwise borrowers put it 
back. I recommend everyone now refinance. Life insurance 
companies have been giving out options. They’ve been hit 
with a switch blade, but won’t admit to being hurt. When 
they shake their heads, it will fall off.

Charlie: That’s gloomy enough.

56 You have mentioned that you’re 
85% Graham and 15% Fisher. You’ve 
also said that if you had $1 million, 
you’d generate 50% annualized 
returns. If you had that, where 
would you focus your efforts?

Warren: Managing a million is an entirely different game 
that running Berkshire. If Charlie and I were running 
a million now, we’d be looking at small things, small 
discrepancies, certain situations, opportunities are out 
there, and periodically, they are extraordinary. We need to 
look for bigger deals.

Charlie: I’m glad I’m through that particular problem.

Warren: He worked pretty hard at it. We looked under a 
lot of little rocks.

Charlie: I used to make money on my float — the money I 
owed the government for taxes. By the time it was due, I’d 
made enough to pay the tax.

57 How do view investments in 
emerging markets, and what kind 
of companies are you interested in?

Warren: We don’t really start looking to either emerging 
markets or specific countries. We may find things as we 
go around. It’s not like we say, let’s invest in Brazil, India, 
China, etc. We don’t think that’s where our strength is. 
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We think probably most people’s strength isn’t there. It 
sounds good, but I don’t think it’s the best way. We did own 
PetroChina, BYD, etc., but if you told us we could only 
invest in the U.S., we wouldn’t claim hardship.

Charlie: It’s a great way to sell investment advice — 
something in every category. Lots of commissions, lots of 
advice, lots of action

Warren: Whenever you hear people talk about concepts, 
for instance, country-by-country ideas, they are probably 
better at selling than investing.

Charlie: “Our experts really like Bolivia.” You say, “last year 
you really liked Sri Lanka.”

Warren: We usually think it is a lot of baloney.

58 The U.S. government was 
seemingly complicit in encouraging 
the American public to buy a 
home at any cost and regardless 
of consequence. The government 
seems to be doing that now — are 
we at risk of a bubble now?

Warren: No, I don’t think we’re near a bubble in terms of 
housing now. You statement is accurate, but not complete. 
The whole country went crazy in terms of housing. 
The government was a big part, and legislators were 
encouraging Freddie and Fannie to do the wrong thing. But 
a lot of people were doing. It was coming from all sources. 
And, like a typical bubble, year after year, the skeptics 
looked like idiots. People are really susceptible to that type 
of bandwagon effect. It doesn’t mean that people at Freddie 
or Fannie (a few were) were evil, or that legislators were 
evil (although some were). A year ago, I recommended that 
people buy houses. If you are going to live in a community, 
it makes sense to buy, in part because the financing is so 
good.

Charlie: The main problem was that as things got crazier, 
the government could have pulled away the punch bowl 
before everyone got drunk. Instead, they increased the 
proof. It’s hard to get governments to pull the punch bowl 
away from the voters.

Warren: You’ll see it again, not necessarily in housing. 
Humans make the same mistakes again. People get fearful 
when others are fearful. You saw it in money-market funds. 
I’ve often thought, if I owned a bank in a two-bank town, 
I’d hire extras to line up in front of the other guy’s bank. 
But then, the extras would come over to my bank, after 
the other one went down. This is an area where Charlie 

and I have an edge. We don’t get caught up in what other 
people are doing. We have learned that over time, maybe. 
When we see failing prices, we think it is time to buy. We 
don’t own on margin. Don’t get out on a limb. Leverage is 
tempting when things are going up. Leverage was a huge 
part of housing. 

59 What do you think of Europe, and 
would you consider an acquisition 
in Europe?

Warren: We are happy to 
look at the ECB. We’ve had 
some bolt-on acquisitions. 
We’d be happy if we found a 
good business in any of the 
17 euro countries. Europe 
is not going away. But the 
European Monetary Union 
has a major flaw, and they 
are grappling with a way 
to correct that flaw. Different governing bodies, different 
cultures — they’ll do it in time. They synchronized a 
currency, but not much else. Nature finds a fatal flaw, and 
so does economics, and it found the flaw in the EU.

Charlie: Letting Greece into the EU is a lot like using rat 
poison as whipping cream — an exceptionally stupid idea. 
It’s not a responsibly capitalistic country — a place where 
people don’t pay taxes and committed fairly straight fraud 
to get into the EU. They have politicians, too.

Warren to Charlie: Do you think it will behind them in 10 
years?

Charlie: I think Europe will muddle through.

Warren: We’d be delighted to buy a good business in 
Europe.

Charlie: I hope you’ll call me if it’s in Greece.

60 How has social media affected your 
businesses in Berkshire, and what 
effect do you foresee it having on 
the world in the short and long 
terms?

Warren: Half the people in the audience could answer 
that question better than me. Certainly, at Geico, social 
media is having an impact. Geico used to go direct via 
mail. Progressed to TV, then phone, then Internet, then 
social media. We have to listen to our customers in all our 
businesses, and I’ve been amazed at how fast the world 
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has changed. I thought Geico would affect younger people, 
but really, it’s affected everyone. I’m not the best person to 
think about this. It would be a terrible idea to put me in 
charge of social media at Berkshire, and Charlie would be 
even worse. Charlie, care to defend yourself?

Charlie: I don’t understand it for a very good reason. I 
avoid it like the plague. I hate the teenagers in my family 
immortalizing for all time the three dumbest things they 
said when they were 13. There’s time when your ignorance 
and folly ought to be hidden.

Warren: We would’ve been in big trouble if that was the 
system when we were young.

Charlie: When you multitask like young people do, you’re 
unlikely to do anything well.

Warren: Is there anyone you’ve forgotten to offend?

61 Earlier in the meeting, you said that 
when you were reading through 
financial statements, you’d find 
companies you were virtually 
certain are frauds. What did you 
find that made so certain?

Warren: It varies over the years. We can’t identify 100%, 
90%, or 80% of frauds, but people give themselves away. In 
poker, it’s called tells. We try to assess the individuals that 
we’re dealing with. We don’t think we can assess everything 
accurately. But we try to be right when we make a buy. In 
looking at financials, for example, in insurance, you can see 
things done with loss reserves. Before offering stock to the 
public, reserve would mysteriously go down. I’ve seen how 
promoters act. You can spot certain people that are playing 
games with the numbers. I can’t give you a 40-item checklist.

Charlie: Sometimes it’s pretty obvious. I was once 
introduced to a man who wanted to sell us a fire insurance 
company. One of the first things he said to us — with a 
thick accent, Eastern European, I think — it’s like taking 
candy from a baby. He said, “we only write insurance for 
concrete structures that are underwater.”

Warren: We’ve had some experiences with a lawyer in the 
movie industry. When you get into accounting — so many 
ways you can cheat in accounting. Financial institutions are 
particularly prone to it.

Charlie: A lot of them aren’t being fraudulent, because 
they’re deluded. They believe what they’re saying.

Warren: People like to hire them as salesman — if you’ve 
got doubts, forget it.

Charlie: The financial statements of big banks are way 
harder to understand now than they used to be. They have 
got so much gobbledygook — they’re not my grandfather’s 
banks.

Warren: It’s funny, they’ve worked harder and harder on 
disclosure. I’m not sure I find financial statements any 
more useful. We couldn’t understand derivatives when 
we owned them. We bought General Re with 27,000 
derivatives. It cost us about $400 million.

Charlie: And the accountants certified it. There’s a new 
standard I invented, “Good Until Reached For.”

Warren: The same auditor would be attesting to different 
values on the same contract for different companies.

Charlie: Once people get in a competitive frenzy, things 
get out of control.

Warren: I became the interim CEO of Salomon. They 
came in one day and told me that this $180 million item is 
a plug number for 10 years. For 10 years, Arthur Andersen 
figured out how to get the thing to balance. I couldn’t 
figure out how to plug it. Accounting isn’t quite the science.

Charlie: We had a discrepancy when we changed systems 
at our savings and loan. We just let it run out. It’s the same 
thing they do with the Pope — they just throw away a few 
cardinals.

Warren: That happened in an unnamed international 
country. (Laughs)

Charlie: Yeah, Italy. (Laughs)

62 If you found a business that 
attracted you in sub-Saharan 
Africa, outside of South Africa, are 
the conditions right to make that 
investment?

Warren: I might not know enough to do it myself. But 
if it looked good, I’d get some advice. I wouldn’t totally 
preclude it.

Charlie: I saw that done. The University of Michigan 
recruited someone in London who specialized in sub-
Saharan Africa. They just bought all the banks in Africa. 
They made a lot of money. I’d say we’re not good at it.

Warren: Emerging markets aren’t our specialty. If we were 
poor enough, we might even consider doing that.

Charlie: I don’t think so.
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63 Are there plans to change the share 
structure?

Warren: We created B shares so people weren’t making 
money by creating their own split shares. Then we split 
again to purchase BNSF. With the B shares around $100, we 
think it is fair. We will treat the A and B shares identically. I 
see no reason to change the current situation.

64 It’s interesting to ponder, as we 
wrap up today, that the baby 
boomer is about to engage in the 
greatest wealth transfer in history. 
I could help my clients avoid taxes 
altogether. But more often than 
not, my clients come to me and say 
they want to do a Warren Buffett-
type plan, where they leave their 
children enough to survive, but 
not enough to do nothing. How do 
you suggest parents not ruin their 
children, and what is the right 
amount?

Warren: More kids are 
ruined by the behavior 
of their parents than the 
amount of the inheritance. 
Children learn about 
the world through your 
action. It’s an important 
and serious job. I don’t 
think the amount of money is the determining factor. I’ve 
loosened up a little bit. Every time I rewrite my will, my 
children are happy. Children will read your will some day. 
Better for them to read it while you’re alive, so they can 
ask questions. I rewrite my will every five years or so, and 
I have my children read it. They should understand it, and 
they should be able to speak up if they feel something 
is unfair. Wait till you kids are older (in their mid-30s). 
Creating a dynasty runs against the grain. The money has 
far more utility to society than creating a trust-fund life for 
your kids.

Charlie: I don’t think I want to go into this one. And I’m 
sure you don’t want to discuss your will with your children 
if you want to treat them unequally.

Warren: You want to make sure your definition of equality 
meshes with their wishes, or at least they understand it.

“ Children learn 
about the 
world through 
your action. It's 
an important 
and serious job.
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